
KMSIIWMM CO..,..,..,. FII.J

JAN 2 6 19.31 .ji on AM

INTERSTATE COMMERCE COMMISSION

LIVINGSTON COUHTI IMDUSTHIAL DEVELOPMENT AGENCY

AMD

GESESEE AHD WYOHIHG 1AILROAD COMPANY

LEASE AGREEMEHT

Dated as of January 1, 1981



*
V

TABLE OF CONTENTS

ARTICLE I

Page

DEFINITIONS * . . . . . 3

ARTICLE II
REPRESENTATIONS AND COVENANTS

SECTION 2.1. Representations and Covenants of the Issuer..... 8
SECTION 2.2. Representations and Covenants of the Company.... 9

ARTICLE III
FACILITY SITE AND TITLE INSURANCE

SECTION 3.1. Covenant for Benefit of Bondholders .......11

ARTICLE IV
ACQUISITION OF THE FACILITY; ISSUANCE OF THE BONDS

SECTION 4.1.~ Acquisition of the Facility...... 12
SECTION 4.2. Issuance of Bonds.... 12
SECTION 4.3. Application of Bond Proceeds.................. 13
SECTION 4.4. Company Required to Pay Cost of Facility in

Event Acquisition Fund Insufficient.. 13
/

ARTICLE V
DEMISING CLAUSES AND RENTAL PROVISIONS

SECTION 5.1. Demise of Facility. ..... 14
SECTION 5.2. Duration of Lease Teraij Quiet Enjoyment 14
SECTION 5.3, Rents and Other Amounts Payable.... 14
SECTION 5.4. Obligations of Company Hereunder Unconditional. 15
SECTION 5.5. Payment of Additional Honeys in Prepayment

of Bonds....................................... 16
SECTION 5.6. Rights and Obligations of the Company upon

Prepayment of Bonds............................ 16

(i)



Page

RETICLE VI
MAINTENANCE, MODIFICATIONS, TAXES AND INSURANCE

SECTION 6.1. Maintenance and Modifications of Facility
by Company..................................... 17

SECTION 6.2. Installation of Additional Property..... 17
SECTION 6.3. Taxes, Assessments and Utility Charges ...17
SECTION 6.4. Insurance Required .. 18
SECTION 6.5. Additional Provisions Respecting Insurance..... 19
SECTION 6.6. Application of Set Proceeds of Insurance 20
SECTION 6.7. Bight of Bank to Pay Taxes,

Insurance Premiums and Other Charges........... 20

ABTICIE VII
DAMAGE, DESTRUCTION AND CONDEMNATION

SECTION 7.1. Damage or Destruction...... 21
SECTION 7.2. Condemnation 22
SECTION 7.3. Condemnation of Company-Owned Property......... 24

ARTICLE VIII
SPECIAL COVENANTS

SECTION 8.1. No Warranty of Condition or Suitability
by the Issuer 25

SECTION 8.2. Hold Harmless Provisions....i 25
SECTION 8.3. Right to Inspect the Facility 25
SECTION 8.4. Company to Maintain its Corporate Existence;

Conditions Under Which Exceptions Permitted.... 25
SECTION 8.5. Qualification in the State 25
SECTION 8.6. Agreement to Provide Information 26
SECTION 8.7. Books of Record and Account; Financial

Statements 26
SECTION 8.8. Compliance With Orders, Ordinances, Etc........ 26
SECTION 8.9. Discharge of Liens and Encumbrances............ 26
SECTION 8.10. Identification of Property 27
SECTION 8.11. Tax Covenant.-... 27
SECTION 8.12. Depreciation Deductions and Investment

Tax Credit 27
SECTION 8,13. Covenant Against Arbitrage Bonds... 27

(ii)



Page

ARTICLE IX
ASSIGHHENT'S AND SUBLEASING; PLEDGE OF INTERESTS

SECTION 9.1.
SECTION 9.2.
SECTION 9.3.
SECTION 9.4.

Restriction on Sale of Facility 28
Removal of Property............................ 28
Assignment and Subleasing. 29
Security Interests and Pledge of Issuer's
Interests to Bank........ 29

SECTION 9.5, Merger of Issuer. 29

ARTICLE X
EVENTS OF DEFAULT AND REMEDIES

SECTION 10.1. Events of Default Defined
SECTION 10.2. Remedies on Default. .

Remedies Cumulative. ..
Agreement to Pay Attorneys' Fees and Expenses,

SECTION 10.3
SECTION 10.4
SECTION 10.5. No Additional Waiver Implied by One Waiver..,

31
33

34

ARTICLE XI
EARLY TERMINATION OF AGREEMENT;

OPTIONS IN FAVOR OF COMPANY

SECTION
SECTION

.11.3,
11.4.

SECTION 11.1. Early Termination of Agreement. 35
SECTION 11.2. Conditions to Early Termination of Agreement.. 36

Option to Purchase Facility................... 37
Conveyance on Exercise of Option to Purchase.. 37
Amounts Remaining on Deposit with Bank upon
Paynent of Bonds.... 38

SECTION 11.5.

ARTICLE XII
MISCELLANEOUS

SECTION 12.1. Surrender of Facility.
SECTION 12.2. Notices ....,
SECTION 12.3. Binding Effect.....
SECTION 12.4. Severability...
SECTION 12.5. Amendments, Changes and Modifications,

39
39
39
39
40

(iii)



Page

SECTION 12.6, Execution of Counterparts,
SECTION 12.7. Applicable Law....
SECTION 12.8. Recording and Filing......

HO
uo
uo

SECTION 12.9. Survival of Obligations... 40
SECTION 12.10. Table of Contents and Section Headings not

Controlling..... 41

Acknowledgments
Exhibit A

Acknowledgment by Company of Assignment

(iv)



THIS LEASE AGREEMENT, dated as of January 1, 1981, by and
between LIVINGSTQi COUHTY INDUSTRIAL DEVELOPMENT AGENCY, a
public benefit corporation of the State of New York having its
office at 106 Main Street, Mt. Morris, New York 14510 (the
"Issuer"), and GEHESEE AND WYOMING RAILROAD COMPANY, a business
corporation duly organized and existing under the laws of the
State of Hew York and having its principal office at 3846 Retsof
Road, Retsof, New York, (the "Company").

H I T N E S S E T H :

WHEREAS, the Act authorizes the creation of industrial
development agencies for the benefit of the several counties,
cities, villages and towns in the State and empowers such
agencies, among other things, to acquire, construct,
reconstruct, lease, improve, maintain, equip and sell land and
any building or other improvement, and all real and personal
properties, including, but not limited to, machinery and
equipment deemed necessary in connection therewith, whether or
not now in existence or under construction, which shall be
suitable for manufacturing, warehousing, research, commercial or
industrial facilities, including railroad and industrial
pollution control facilities, in order to advance job
opportunities, health,. general prosperity and the economic
welfare of the people of the State and to improve their standard
of living; and

WHEREAS, the Act further authorizes each such agency to
lease any or all of its facilities at such rentals and on such
other terms and conditions as it deems advisable, to issue its
bonds for the purpose of carrying out any of its corporate
purposes and, as security for the payment of the principal and
redemption price> of, and interest on, any such bonds so issued
and any agreements made in connection therewith, to mortgage any
or all of its facilities and to pledge the revenues and receipts
from the leasing of its facilities;.and

HHEREAS, the Issuer was created pursuant to and in
accordance with the provisions of the Act and is empowered under
the Act to undertake the providing, financing and leasing of the
facility described below; and

WHEREAS, said facility shall be two (2) General Motors EMD
MP15DC diesel locomotives (the "Facility"); and

HHEHEAS, the Issuer proposes to provide the Facility and to
finance the cost thereof by the issuance of its bonds; and



WHERESS, the Issuer proposes to lease the Facility to the
Company, and the Company desires to rent the Facility from the
Issuer, upon the terms and conditions hereinafter set forth in
this Agreement;

MOH, THEREFORE, for and in consideration of the premises and
the autual covenants hereinafter contained, the parties hereto
hereby formally covenant, agree and bind themselves as follows,
to wit:

2 -



ARTICLE I

DEFINITIONS

The following words and terras as used In this Lease.
Agreement shall have the following meanings unless the context
or use indicates another or different meaning or intent:

"Accountant; ** means a firm of independent public accountants
of recognized standing, selected by the Company.

means Title 1 of Article 18-A of the General Municipal
Law of the. State, as amended from time to time, "together with
Chapter 132 of the Laws of 1973 of the State.

"Agreement" means this Lease Agreement, dated as of
January 1, 1981, by and between the Issuer and the Company, as
the sane may be amended from time to time.

means the pledge and assignment, dated as of
January 1, 1981, by the Issuer to the Bank of (i) certain of the
rights and remedies of the Issuer under this Agreement and (ii)
certain moneys due and to become due to the Issuer hereunder.

"Authorized .• Representative" means, in the case of the
Issuer, the Chairman or the Secretary of the Issuer; in the case
of the Company, its president. Chief Executive Officer or any
vice-president; and, in the case of both, such additional
persons as, at the time, are designated to act on behalf of the
Issuer or Company, as the case may be,, by written certificate
furnished to the Bank and the Issuer or Company, as the case may
be, containing the specimen signature of each such person and
signed on behalf of (i) the Issuer by the Chairman or the
Secretary of the Issuer and (ii) the Company by the president,
the Chief Executive Officer or any vice president of the Company.

"Bank" means (i) Chemical Bank, a banking corporation duly
organized and existing under the laws of New York, and its
successors and assigns as the owner of the Bonds, and (ii) any
surviving, resulting or transferee banking institution.

Ml2lM" °E "Bonds'* means the Issuer's 1981 Industrial
Development Revenue Bonds (Genesee and Wyoming Railroad Company
Facility) in the aggregate principal amount of $1,000,000 issued
pursuant to the Bond Resolution and the Bond Purchase Agreement
and sold to the Bank pursuant to the Bond Purchase Agreement.

Counsel" means an attorney or firm of attorneys whose
experience in matters relating to the issuance of obligations by
states and their political subdivisons is nationally recognized,
acceptable to the Bank.



"Bond. Payment Date" means each date on which interest or
both principal and interest shall be payable on any of the Bonds
according to their respective terms so long as any of the Bonds
shall be outstanding.

"Bond gqgchage Agreement* means the Bond Purchase Agreement,
dated as of January 1, 1981, among the Issuer, the Company and
the Bank.

"*IP.M Ml£" at any time, means the highest rate of interest
then payable on any of the Bonds.

"Bond, Resolution" • means the resolution of the Issuer
authorizing the issuance, execution, sale and delivery of the
Bonds and the execution and delivery of this Agreement, the Bond
Purchase Agreement, the Security Agreement and the Assignment,
as such resolution may be amended or supplemented from time to
time. • '•

"Closing. jQâ e " means the date of sale and delivery of the
Bonds.

means the Internal Revenue Code of 195U, as amended,
and the- regulations of the Department of the Treasury
promulgated thereunder.

means (i) Genesee and Wyoming Railroad Company,
duly organized and existing under the laws of the State of Hew
York, and its successors and assigns and (iii) any surviving,
resulting or transferee corporation as provided in Section 8'. ft
hereof.

"Co tig let ion Date" means the date of completion of the
Facility. ~

" Co nd e m na t ion " means the talcing of title to, or the use of,
Property under the exercise of the power of eminent domain by
any governmental entity or other Person acting under
governmental authority.

"Cost of the Facility"* means, with respect to the Facility
all those costs and items of expense enumerated in Section 4.3
hereof. The term "Cost of the Facility" includes reimbursement
to the Company for any of such costs or expenses paid by it.

Service lujnent" means, with respect to any Bond
Payment Date, (i> the interest payable on such Bond Payment Date
on all Bonds then outstanding, plus (ii) the principal, if any,
payable on such Bond Payment Date on all such Bonds, plus (iii)
the premium, if any, payable on such Bond Payment Date on all
such Bonds.



means the State Department of Environmental
Conservation.

"Facility" • means two (2) General Kotors EKD MP15DC diesel
locomotives acquired with the proceeds of any Bonds or of any
payment by the Company pursuant to Section U.4 hereof (which
property is described in Exhibit A annexed to this Agreement),
with such additions thereto and substitutions therefor as may
exist from time to time in accordance with the provisions of
this Agreement.

"ZAscal Year.11* means the twelve (12) month period beginning
on January 1 in any year or such other fiscal year as the
Company may select from time to time.

"Guarantors" means (i) the Company and (ii) Genesee and
Wyoming Industries, Inc. (owner of all the outstanding stock of
the Company and duly organized under the laws of the State of
Delaware), and their respective successors and assigns.

aeans the Guaranty and Indemnification Agreement
by and between the Guarantors and the Bank, dated as of January
1, 1981, by which the Guarantors guarantee to the Bank the full
and prompt payment, when due, of the principal or Redemption
Price of, and interest on, the Bonds.

"Independent Counsel'* means an attorney or attorneys or firm
or firms of attorneys duly admitted to practice law before the
highest court of any state of the United States of America or in
the District of Columbia and not a full time employee of the
Issuer, the Company or the Bank. •/

•tjnde£end_ejit Engineer" means an engineer or engineering firm
registered and qualified to practice the profession of
engineering under the laws of the State and not a full time
employee of the Issuer or the Company, selected by the Company.

means (i) Livingston County Industrial Development
Agency and its successors and assigns, and (ii) any political
subdivision or public benefit corporation resulting from or
surviving any consolidation or merger to which the Issuer or its
successors may be a party.

"MM" means the main line railroad track of the Company
between Griegsville, Setsof and Caledonia in Livingston County,
New York.

"Lease Terjt** means the duration of the leasehold estate
created in this Agreement as specified in Section 5.2 hereof.



"JLien" means any interest in Property securing an obligation
owed to a. Person whether such interest is based on the common
law, statute or contract, and including but not limited to the
security interest arising from a mortgage, encumbrance, pledge,
conditional sale or trust receipt or a lease, consignment or
bailment for security purposes. The term "Lien" includes
reservations, exceptions, encroachments, easements, rights of
way, covenants, conditions, restrictions, leases and other
similar title exceptions and encumbrances, including but not
limited to mechanics', materialmen *s, warehousemen's, carriers*
and other similar encumbrances, affecting real property.

"Set ggocgedg" means so much of. the gross proceeds with
respect to which that term is used as remain after payment of
all expenses, costs and taxes' (including attorneys* fees)
incurred in obtaining such gross proceeds.

"Permitted Encombrancgs" means this Agreement, the
Assignment and the Security Agreement.

"Perjtoji'* means an individual, partnership, corporation,
trust or unincorporated organization, and a government or agency
or political subdivision thereof.

means any interest in any kind of property or
asset, whether = real, personal or mixed, or tangible or
intangible.

''Rede apt ion ggice1* means, when used with respect to a Bond,
the principal amount thereof plus the applicable premium, if
any, payable upon the prior redemption thereof pursuant to the
Bond Purchase Agreement.

"SsJUiJsSSi Pggsgn** means any Person constituting a "related
person" within the leaning ascribed to such quoted term in
Section 103(b)(6MC) of the Code.

6 -



means the security agreement/ dated as
of January 1, 1981, from the Issuer to the BanX creating a first
Lien on the Facility, except for Permitted Encumbrances, as
security for payment of the Bonds.

"leans the State of New York.

as to any Person, means any corporation of
which such Person owns, directly or indirectly, more than 50% of
the Securities (as such term is defined in Section 2(1) of the
Securities Act of 1933, as amended) of any class or classes the
holders of which are ordinarily, in the absence of
contingencies, entitled to elect a majority of the corporate
directors (or Persons perforning similar functions).

^eans any person constituting a
substantial user** within the meaning of Section 103 of the Code.

- 7 -



ARTICLE II

REPRESENTATIONS AND COVENANTS

Section 2.1. Repg6senliat.io.ns and Covenants of the Xssu.e"r..
The Issuer makes the following representations and covenants as
the basis for the undertakings on its part herein contained:

(a) The Issuer is duly established under the provisions
of the Act and has the power to enter into the transactions
contemplated by this Agreement and to carry out its
obligations hereunder. The Facility will constitute a
"project" and a "railroad facility", as such quoted terms
are defined in the Act. The Issuer has been dul'V authorized
by proper corporate action to execute and deliver this
Agreement. As a public benefit corporation of the State,
the Issuer agrees that it shall not make a profit with
respect to the Facility.

(b) The Issuer will acquire the Facility and will lease
the Facility to the Company pursuant to this Agreement, all
for the purpose of promoting the industry, health, welfare,
convenience and prosperity of the inhabitants of the State
and improving their standard of living.

(c) The Issuer has been induced to enter into this
Agreement by the agreement of the Company to locate the
Facility in Livingston County, Sew York, as described in
paragraph (h) of Section 2.2 hereof.

(d) By resolution adopted on/' September 19, 1980, the
Issuer took "official action" relating to the issuance of
the Bonds within the meaning of Section 103 of the Code.

(e) By letter dated November 18, 1980, the Commissioner
of the New Tork State Department of Transportation notified
the Issuer of his analysis and recommendations as to the
proposed project.

(f) By resolution adopted on January , 1981, the
Issuer determined that, based upon the reveiew by the Issuer
of the materials submitted and the representations made by
the Company relating to the Facility, the Facility would not
have a "significant impact" on the environment within the
meaning -of • the S'fca*«---.E»*ir.oametttal .Quality Review—Act- and
the regulations of the Department promulgated thereunder.

(g) To finance the cost of acquiring the Facilityv the
Issuer will issue the Bonds which will mature, bear
interest, be redeemable and have the other terms and
provisions as set forth in the Bond Purchase Agreement and
the Bonds.

- 8



Section 2.2. Hepgesen tat ions and C ovena n ts . of the
The Company makes the following representations and covenants as
the basis for the undertakings on its part herein contained:

(a) The Company is a business corporation duly
incorporated under the laws of the State of New York, is in
good standing ander its certificate of incorporation and the
laws of the State of New York, has power to enter into this
Agreement and by proper corporate action has been duly
authorized to execute and deliver this Agreement.

(b) Neither the execution and delivery of this
Agreement, the consummation of the transactions contemplated
hereby nor the fulfillment of or compliance with the
provisions of this Agreement will conflict with or result in
a breach of any of the terms, conditions or provisions of
any corporate restriction or any agreement or instrument to
which the Company is a party or by which it is bound, or
will constitute a default under any of the foregoing, or
result in the creation or imposition of any Lien of any
nature upon any of the Property of the Company under the
terms of any such instrument or agreement.

(c) The providing of the Facility by the Issuer and the
leasing thereof by the Issuer to the Company will not result
in the removal of a plant, facility or other commercial
activity of the Company from one area of the State to
another area of the State nor result in the abandonment of
one or more plants or facilities of the Company located
within the State.

/
/

(d). The Company will not take any action, or fail to
take any action, which would (i) change the use of the
Facility without the written consent of the Issuer, (ii.)
cause the Facility not to constitute a "project" and a
"railroad facility" as such quoted terms are defined in the
Act, or (iii) adversely affect the tax-exempt status of the
interest payable on the Bonds then outstanding.

(e) Neither "construction" nor "acquisition" of the
Facility "commenced" prior to December 4, 1980, within the
meanings ascribed to such quoted terms under Section 103 of
the Code.

(f) No other bonds, notes or other obligations the
interest on which is, or is claimed to be, exempt from
federal taxation under Section 103 of the Code atre
outstanding the proceeds of which have been used to finance
facilities located, in whole or in part, in or near
Livingston County, New York , the principal user of which is
the Company or one or more Related Persons.



(g) All the proceeds of the Bonds (as determined in
accordance with the provisions of Section 103 of the Code)
will be used to pay the Cost of the Facility.

(h) The Facility consists entirely of Property which is
of a character subject to the allowance for depreciation
provided in Section 167 of the Code and will be based in
Livingston County and will be operated on the land
substantially all the time and in Monroe County.

(i) So expense for supervision by any officer or
employee of the Company and no expense for work done by any
such officer or employee in connection with the Facility is
or will be included in the Cost of the Facility, except to
the extent any such officer or employee was specially
employed or designated by the Company for such particular
purpose.

(j) No person who will be a Substantial User of the
Facility after completion thereof or a Related Person was a
Substantial User of the Facility or any part or component
thereof prior to December b, 1980.

(k) No part of the Facility was "placed in service"
(determined in accordance with the provisions of Section
103(b) of the Code) more than one year prior to the date of
the issuance of the Bonds.

(1) The Facility shall not be used for passenger
service and all conditions and .approvals described in
Section 854(11) of Article 18-A of the General Municipal law
of the State have been obtained or satisfied, as the case
may be.

10 -



ARTICLE III

COVENANTS FOR BENEFIT OF BONDHOLDERS
t

Section 3.1. Covenants, for Benefit of Bondholders. The
Issuer and the Company agree that this Agreement is executed in
part to induce the purchase by others of the Bonds,
Accordingly, all covenants and agreements on the part of the
Issuer and the Company set forth in this Agreement are hereby
declared to be for the benefit of the holders from time to time
of such Bonds.

- 11 -



ARTICLE IV

ACQQISITIOS OF THE FACILITY; ISSUANCE OF THE BONDS

Section U.1. Acquisition oj: the Facility* (a) The Company
agrees that, on behalf of the Issuer, it will acquire the
Facility.

(b) Title to all materials, equipment, machinery and other
items of Property intended to be incorporated or installed in
the Facility shall vest in the Issuer immediately upon payment
therefor*

(c) The Company shall execute, deliver and record or file
all instruments necessary or appropriate to vest in the Issuer
title to the Facility and shall take all action necessary or
appropriate to protect such title against claims of any third
Persons.

(d) The Issuer shall enter into, and accept the assignment
of, such contracts as the Company may request in order to
effectuate the purposes of this Section 4.1.

(e) The Issuer hereby appoints the Company its true and
lawful agent, and the Company hereby accepts such agency, (i) to
acquire the Facility, Cii) to make, execute, acknowledge and
deliver any contracts, orders, receipts, writings and
instructions with any other Persons, and in general to do all
things which may be requisite or proper,, all for acquiring the
Facility with the same powers and with the same validity as the
Issuer could do if acting in its own behalf, (iii) to pay all
fees, costs and expenses Incurred in the acquisition of the
Facility from funds made available therefor in accordance with
this Agreement and (iv) to ask, demand, sue for, levy, recover
and receive all such sums or money, debts, dues and other
demands whatsoever which may be due, owing and payable to the
Issuer under the terms of any contract, order, receipt, or
writing in connection with the acquisition of the Facility, and
to enforce the provisions of any contract, agreement,
obligation, bond or other performance security.

Section 4.2. Issuance of Bonds. In order to provide funds
for payment of the Cost of the Facility, together with other
payments and incidental expenses in connection therewith, the
Issuer agrees that it will issue, sell and cause to be delivered
to the purchaser thereof $1,000,000 aggregate principal amount
of Bonds bearing interest and maturing as set forth in the Bonds
and in the Bond Purchase Agreement.

12 -



Section 4.3. apj^lcatign of Bond Proceeds. Bond proceeds
may be applied to pay the following items of cost and expenses
incurred in connection with the Facility and for no other
purpose:

(a) all costs of acquiring such Facility (including
architectural, engineering and supervisory services with
respect thereto), and

(b) reimbursement to the Company for any of the items
of cost or expenses enumerated above.

Section 4.4. ComjDanj; Required . £o Pax Cost of Facility in
Even£ BoM Proceeds Insufficient. If the Bond proceeds should
not be sufficient to pay the Cost of the Facility in full, the
Company agrees to complete the Facility and to pay all that
portion of the Cost of the Facilty as nay be in excess of the
moneys available therefor hereunder. The Issuer does not make
any warranty, either express or implied, that the Bond proceeds
which, under the provisions of this Agreement, will be available
for payment of the Cost of the Facility, will be sufficient to
pay all the costs which will be incurred in that connection.
The Company agrees that if after exhaustion of the Bond proceeds
the Company should pay any portion of the Cost of the Facility
pursuant to the provisions of this Section, it shall not be
entitled to any reimbursement therefor from the Issuer or from
the Bank, nor shall it be entitled to any diminution in or
postponement or abatement of the amount of the rents payable
under Section 5.3 hereof. The Company shall execute, deliver
and record or file such instruments as may be required by law or
as the Issuer may request in order to perfect or protect the
Issuer's title to the Facility including any portion completed
with Company moneys pursuant, to this Section.

- 13 -



ARTICLE V

DEMISIHG CLAUSES AND RENTAL PROVISIONS

. .Section 5.1. Demise of, Fj£A.yj:i . The Issuer hereby demises
and leases the Facility to the Company and the Company hereby
rents and leases the Facility from the Issuer upon the terms and
conditions of this Agreement.

Section 5.2. Dggat.|.gn of Lea§e Term; i2<iie£ En. joy men,t . (a)
The Issuer shall deliver to the Company sole and exclusive
possession of the Facility (subject to the provisions of Section
8.3 hereof) and the leasehold estate created hereby shall
commence on the Closing Date with respect to the Bonds and the
Company shall accept possession of the Facility on such Closing
Date. • '

<b) The leasehold estate created hereby shall terminate at
11:59 P.M. on January 1, 1996, or on such earlier date as may
be permitted by Section 11.1 hereof; provided, however, that in
no event shall this Agreement be terminated until all the Bonds
shall have been paid in full or provision for such full payment
shall have been made in a manner satisfactory to the holders of
the Bonds.

(c) The Issuer shall take no action, other than pursuant to
Article X of this Agreement, to prevent the Company from having
quiet and peaceable possession and enjoyment of the Facility
during the Lease Term and will, at the request of the Company
and at the Company's cost, cooperate with the Company in order
that the Company may have quiet and ' peaceable possession and
enjoyment of the Facility.

Section 5.3. S§ji£s. ajod. 2iM£ M°J12±£ Eaiâ lS- fa) The
Company shall pay rent for the Facility leased hereunder as
follows: on or before each Bond Payment Date, the Company,
pursuant to the Assignment, shall pay rent in immediately
available funds in an amount equal to the Debt Service Payment
becoming due and payable on all Bonds outstanding on such Bond
Payment Date, including without limitation all. amounts due and
payable in accordance with the provisions of the Bond Purchase
Agreement or the Bonds (whether before or after the Bonds have
been paid in full) as the result of the occurrence of an Event
of Taxability (as defined in the Bond Purchase Agreement). All
payments of rent pursuant to this Section 5. 3 (a) shall be made
directly to the Bank.

(b) In addition to the payments of rent pursuant to Section
5. 3 (a) hereof, throughout the Lease Term, the Company shall pay
to the Issuer as additional rent, upon receipt of demand



therefor, an amount equal to the sum of the expenses of the
Issuer and the members thereof incurred (i) by' reason of the
Issuer's ownership, financing or leasing of the Facility and
(ii) in connection with the carrying out of the Issuer's duties
and obligations under this Agreement, the Bond Purchase
Agreement or the Security Agreement.

(c> The Company agrees to make the above mentioned payments,
without any further notice, in lawful money of the United States
of America as, at the tine of payment, shall be legal tender for
the payment of public and private debts. In the event the
Company shall fail to timely make any payment required in
Sections 5.3(a) or (b) above, the Company shall pay the same
together with interest thereon at the Bond Rate plus one per
centum (1%) per annum from the date on which such payment was
due until the date on which such payment is made.

Section 5.H. Obligations of Comgany Hereunder
Tflte obligations of the Company to make the

payments required in Section 5.3 hereof and to perform and
observe any and all of the other covenants and agreements on its
part contained herein shall be a general obligation of the
Company and shall be absolute and unconditional, irrespective of
any defense or any rights of setoff, recoupment or counterclaim
it may otherwise have against the Issuer. The Company agrees it
will not (i) suspend, discontinue or abate any payment required
by Section 5.3 hereof or (ii) fail to observe any of its other
covenants or agreements in this Agreement or (iii) except as
provided in Section 11.1 hereof, terminate this Agreement for
any cause whatsoever including, without, limiting the generality
of the foregoing, failure to complete the Facility, failure of
the Company to occupy or to use the Facility as contemplated in
this Agreement or otherwise, any defect in the title, design,
operation, merchantability, fitness or condition of the Facility
or in the suitability of the Facility for the Company's purposes
or needs, failure of consideration, destruction of or damage to
the Facility, commercial frustration of purpose, or the taking
by Condemnation of title to or the use of all or any part of the
Facility, any change in the tax or other laws of the United
States of America or of the State or any political subdivision
of either, or any failure of the Issuer to perform and observe
any agreement, whether expressed or implied, or any duty,
liability or obligation arising out of or in connection with
this Agreement. Nothing contained in this Section 5.4 shall be
construed to release the Issuer from the performance of any of
the agreements on its part contained in this Agreement, and in
the event the Issuer should fail to perform any such agreement,
the Company may institute such action against the Issuer as the
Company may deem necessary to compel performance or recover
damages for non-performance.
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Section 5.5. Salient of AdJliiiona.i S2Sgy.§ i£
Company at any time may pay moneys (in addition to

any other moneys required or permitted to be paid pursuant to
this Agreement) to the Bank as the prepayment of amounts to
become due pursuant to Section 5. 3 (a) hereof to be applied to
the prepayment of the Bonds at such time or times and on such
terns and conditions as are provided in the Bond Purchase
Agreement and. the Bonds. The Company shall notify the Issuer
and the Bank, in writing, as to the purpose of any such payment.

Section 5.6. Rights and Obligations of the Com̂ ajij upon
££££3JC1£&£ ££ Bonds. . (a) In the event all the Bonds shall have
been paid in full prior to January 1, 1996, the Company shall be
entitled to use of the Facility from the date of such payment or
provision therefor nntil 11:59 P.M. on January 1, 1996, without
the payment of any further basic rent under Section 5. 3 (a)
hereof, but otherwise on all of the terms and conditions hereof,
except that the Company shall not be required to carry any
insurance for the benefit of the Bank.

(b) The amount necessary to prepay the Bonds in full shall
be determined in accordance with the provisions of Section
11.2(a)(i) of this Agreement.

Nothing contained herein shall be construed to be a waiver
of any rights which the Company may have against the Issuer
under this Agreement, or against other persons under this
Agreement, the Bond Purchase Agreement ,, or otherwise, or under
any provision of law.
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ARTICLE-VI

MAINTESAHCE, MODIFICATIONS, TAXES AND INSURANCE

Section 6.1. Maintenance ami Hodifications of Facility b£
Cojnjjany.. (a) The Company agrees that during the Lease Term it
will (i) keep the Facility in good working order and repair,
ordinary wear and obsolescence excepted, (ii) not waste or
destroy, or "permit the waste or destruction of the Facility,
(iii) prevent the Facility from being attached, from being used
in violation of any statute or ordinance and from being misused
or -abused, and (iv) make all necessary, repairs and replacements
to the Facility {whether ordinary or extraordinary, structural
or nonstructural, foreseen or unforeseen).

(b) The Coapany from time to time may make any.structural
additions, modifications or improvements to the Facility or any
part thereof which it may deem desirable. All such structural
additions, modifications or improvements so made by the Company
shall become a part of the Facility. The Company agrees to
deliver to the Issuer all documents which may be necessary or
appropriate to convey to the Issuer title to, or other
satisfactory interest in, such Property.

Section 6.2. last 3.1.3,3. tion of Additional Property. The
Company from time to time may install additional machinery,
equipment or other personal property in, or as part of, the
Facility (which may be attached or affixed to the Facility), and
such machinery, equipment or other personal property shall not
become, or be deemed to become, a part of the Facility. The
Company from time to time may remove/or permit the removal of
such machinery, equipment and other personal property from the
Facility and may create or permit to be created any Lien on such
machinery, equipment or other personal property; provided that
any such removal of such machinery, equipment-or other personal
property shall not adversely affect the structural integrity of
the Facility or impair the overall operating efficiency of the
Facility for the purposes for which it is intended and provided
further that if any damage is occasioned to the Facility by such
removal, the Company agrees to promptly repair such damage at
its own expense.

Section 6.3. Taxes, Assessments and Utility. Changes.. , (a)
The Company agrees to pay, as the same respectively become due,
(i) all taxes and governmental charges of any kind whatsoever
which may at any time be lawfully assessed or levied against or
with respect to (A) the Facility, (B) any machinery, equipment
or other property installed or brought by the Company therein or
thereon (including without limitation any sale or use taxes),
(C) the employees of the Company located at or assigned to the
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Facility and (D) the income or revenues of the Issuer from the
Facility, (ii) any utility and other charges, including "service
charges", incurred or imposed for the operation, maintenance,
use, occupancy, upkeep and improvement of the Facility, and
(iii) any assessments and charges of any kind whatsoever
lawfully made by any governmental body for public improvements;
provided that, with respect to special assessments or other
governmental charges that may lawfully be paid in installments
over a period of years, the Company shall be obligated under
this Agreement to pay only such installments as are required to
be paid daring the lease Ten.

(b) The Company may in good faith contest any such taxes,
assessments and other charges. In the event of any such
contest, the Company rsay permit the taxes, assessments or other
charges so contested to remain unpaid during the period of such
contest and any appeal therefrom unless the Issuer or the Bank
shall notify the Company that by nonpayment of any such items
the Lien of the Security Agreement as to any part of the
Facility will be materially endangered or the Facility or any
part thereof will be subject to loss or forfeiture, in which
event such taxes, assessments or charges shall be paid promptly
or secured by posting a bond in form and substance satisfactory
to the Issuer and the Bank.

Section 6.«*. lasurance Required. At all times throughout
the lease Term, including without limitation during any period
of construction of the Facility, the Company shall maintain
insurance against such risks and for , such amounts as are
customarily . insured against by businesses of like size and type
paying, as the same become due and -payable, all premiums in
respect thereto, including, but not necessarily limited to:

(a) Insurance protecting the interests of the Company,
the Bank and the Issuer, each of whom shall be named as loss
payee, as their interests may.appear, against loss or damage
by theft, fire, lightning and other casualties, with a
uniform standard extended coverage endorsement, such
insurance to be in an amount not less than the full
insurable value of the Facility as determined by a qualified
appraiser or insurer selected by the Company. The Facility
shall be appraised every five years, at the expense of the
Company, by a qualified appraiser or insurer selected by the
Company, in order to determine the then current replacement
value of the Facility.

As an alternative to the above requirements in this
subsection (a) including the requirement of periodic
appraisal, the Company may insure such Property under a
blanket insurance policy or policies covering not only the
Facility but other Properties as well.
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(b) Insurance against loss or losses from liabilities
imposed by law or assumed in any written contract . and
arising from personal injury and death or damage to the
Property of others caused by any accident or occurrence,
with limits of not less than $500,000 per accident or
occurrence on account of personal injury, including death
resulting therefrom, and $250,000 per accident or occurence
on account of damage to the Property of others, excludinq
liability imposed upon the Company by any applicable
workmen's compensation law; and a blanket excess liability
policy in the amount not less than $3,000,000, protecting
the Company against any loss or liability or damage for
personal injury or Property damage..

Section 6.5, Additional Provisions Bejrj2e.ct.injj Insurance.
(a) All insurance required by Section 6.U hereof shall be
procured and maintained in financially sound and generally
recognized responsible insurance companies selected by the
Company and authorized to write such insurance in the State.
Such insurance may be written with deductible amounts comparable
to those on similar policies carried by other companies engaged
in businesses similar in size, character and other respects to
those in which the Company is engaged. All policies evidencing
such insurance shall provide for (i) payment of the losses to
the Company, the Issuer and the Bank as their respective
interests may appear, and (ii) at least thirty (30) days written
notice of the cancellation thereof to the Company, the Issuer
and the Bank. The policies required by Section 6.4(a) hereof
shall contain standard mortgagee clauses requiring that all Net
Proceeds of insurance resulting from - any claim in excess of
$100,000 for loss or damage covered thereby be paid to the Bank;
provided, however, that all claims regardless of amount may be
adjusted by the Company with the insurers, subject to approval
of the Bank, which approval shall not be unreasonably withheld,
as to settlement of any claim which would require payment to the
Bank as aforesaid.

(b) All such policies of insurance, or a certificate or
certificates of the insurers that such insurance is in force and
effect, - shall be' deposited with the Bank on or before the
Closing Date with respect to the Bonds. The Company shall
deliver to the Bank on or before the first business day of each
calendar year thereafter a certificate of the Company dated not
earlier than the immediately preceding November 1 reciting that
there is in full force and effect, with a term covering at least
the next succeeding calendar year, insurance in the amounts and
of the types required by Sections 6.4 and 6.5 hereof. Prior to



expiration of any such policy, the Company shall furnish the
Bank evidence that the policy has been renewed or replaced or is
no longer required by this Agreement.

Notwithstanding anything contained herein to the contrary,
with the express written consent of the Bank, which consent
shall not be unreasonably withheld f the Company shall have the
option of electing to alternatively satisfy the insurance
requirements of this Article VI, wholly or partially, by means
of self insurance or in conjunction with other companies or
through an insurance trust or other arrangement.

Section 6.6. Application of Set Proceeds of In su ranee . The
Net Proceeds of the insurance carried pursuant to the provisions
of Section 6.^ hereof shall be applied as follows: (i) the Net
Proceeds of the insurance required by Section 6.&(a) hereof
shall be applied as provided in Section 7.1 hereof, aad (ii) the
Set Proceeds of the insurance required by Section 6.4(b) shall
be applied toward extinguishment or satisfaction of the
liability with respect to which such insurance proceeds may be
paid.

Section 6.7. light of Bank to Pay Taxes, Insurance,
Char.gens. If the Company fails (i) to pay any tax,

assessment or other governmental charge required to be paid by
Section 6.3 hereof or (ii) to maintain any insurance required to
be maintained by Section 6.U hereof, the Bank may, but shall be
under no obligation to, pay such tax, ' assessment or other
governmental charge or the premium for such insurance. No such
payment by the Bank shall affect or impair any rights of the
Issuer hereunder or of the Bank under the Bond Purchase
Agreement or the Security Agreement arising in consequence of
such failure by the Company. The Company shall reimburse the
Bank for any amount so paid by the Bank pursuant to this Section
6.7, together with interest thereon from the date of payment by
the Bank at the Bond Rate plus, one per centum (1%) per annum,
and such amount, together with such interest, shall become
additional indebtedness secured by the Security Agreement as
provided therein.
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ARTICLE VII

DAHAGE, DESTRUCTION AHD CONDEMNATION

Section 7.1. Damage or Destr:uct|on. (a) If the Facility
shall be damaged or destroyed (in whole or in part) at any time
during the Lease Term:

Ci) the Issuer shall have no obligation to replace,
repair, rebuild or restore the Facility;

(ii) there shall be no abatement or reduction in the
amounts payable by the Company under this Agreement; and

(iii) except as otherwise provided in subsection (b) of
this Section 7.1, the Company shall promptly replace,
repair, rebuild or restore the Facility to substantially the
sane condition and value as an operating entity as existed
prior to such damage or destruction, with such changes,
alterations and modifications as may be desired by the
Company, provided that such changes, alterations or
modifications do not (x) change the intended use of the
Facility as set forth in Section 2.2 or (y) so change the
nature of the Facility that it does not constitute a
"project" and a "railroad facility" as such quoted terms are
defined in the Act or (z) adversely affect the tax-exempt
status of the interest payable on the Bonds.

If the claim for loss resulting • from such damage or
destruction is not greater than $100,000, the Company shall
apply to the replacement, repair, rebuilding or restoration of
the Facility so much as may be necessary of any Net Proceeds of
insurance resulting from claims for such losses.

If the claim for loss resulting from such damage or
destruction exceeds $100,000, all Met Proceeds of insurance
shall be paid to and held by the Bank in a special account. The
Bank, upon receipt of a certificate of the Authorized
Representative of the Company that payments are required for
such purpose, shall apply so much as may be necessary of the Net
Proceeds of such insurance to the payment of the costs of such
replacement, repair, rebuilding or restoration, either on
completion thereof or as the work progresses, at the option of
the Company.

In the event such Net Proceeds are not sufficient to pay in
full the costs of such replacement, repair, rebuilding or
restoration, the Company shall nonetheless complete the work
thereof and pay from its own moneys that portion of the costs
thereof in excess of such Wet Proceeds.
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•All such replacements, repairs, rebuilding or restoration
made pursuant to this Section 7.1, whether or not requiring the
expenditure of the Company's own money, shall automatically
become a part of the Facility as if the same were specifically
described herein.

Any balance of such Net Proceeds remaining after payment of
all the costs of such replacement, repair, rebuilding or
restoration shall be used to prepay the Bonds in accordance with
prepayment provisions specified in Section 4.1(f) of the Bond
Purchase Agreement.

(b) (1) The Company shall not be obligated to replace,
repair, rebuild or restore the Facility, and the Net Proceeds of
the insurance shall not be applied as provided in subsection (a)
of this Section 7.1, if:

(i) the Company shall exercise its option to terminate
this Agreement pursuant to Section 11.1 hereof, or

(ii) an Event of Default under Section 10.1 hereof shall
have occurred and shall have continued for 30 days, or

(iii) neither paragraph (i) nor (ii) of this subsection
(b)(1) of Section 7.1 is applicable, and either of the two
diesel locomotives constituting the Facility shall have been
damaged or destroyed to the same extent as that specified
with respect to the entire Facility in Section 11.1(a)(i)
hereof and the Company elects .not to replace, repair,
restore or rebuild such locomotive by filing with the Bank
and the Issuer a certificate signed by an Authorized
Representative of the Company stating the Company's
intention to do so pursuant to this Section 7.1(b)(1)(iii );
provided that the election set forth in this paragraph (iii)
shall not be available to the Company unless an amount equal
to fifty percent of the then outstanding principal amount of
the !3onds (whether obtained from the Net Proceeds of
insurance covering such damage or destruction or through the
prepayment of rent pursuant to Section 5.5) is applied to
prepay the Bonds pursuant to Section 7. Kb) (2 Hz) hereof.

(2) If any event specified in this Section 7. Kb) shall
occur, the total amount of (i) Net Proceeds collected under any
and all policies of insurance covering the damage or destruction
of the Facility or (ii) prepayments of rent pursuant to Section
7.1(b)(1)(iii), shall be paid to the Bank which shall:

(x) apply such amounts to the payment of the amounts
required to be paid by Section 11.2(a) hereof, if the
Company shall have exercised its option to terminate this
Agreement pursuant to Section 11.1 hereof, or
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Cy) apply such amounts to the payment of the amounts
required to be paid by Section 10.2 hereof, if an Event of
Default shall have occurred and shall have continued for 30
days, or

(2) apply such amounts to the prepayment of the Bonds
pursuant to Section 1»1(f) of the Bond Purchase Agreement,
if the Company shall have exercised its election pursuant to
Section 7 .-Kb) (1) (ill) hereof.

(c) If the Bonds and interest thereon have been fully paid,
all such Set Proceeds shall be paid to the Company for its
corporate purposes.

Section 7.2. Condemnation» (a) If at any time "during the
Lease Ten the whole or any part of title to, or the use of, the
Facility shall be taken by Condemnation, the Issuer shall have
no obligation to restore or replace the 'Facility and there shall
be no abatement or reduction in the amounts payable by the
Company under this Agreement.

Except as otherwise provided in subsection, (b) of this
Section 7.2, the Company shall promptly:

(i) restore the Facility to substantially the same
condition and value as an operating entity as existed prior
to such Condemnation; or

(ii) a.cguire facilities of substantially the same nature
and value as an operating entity as the Facility
("Substitute Facilities1*). Such Substitute Facilities shall
(x) constitute a "project" and "railroad facility" as such
quoted terms are defined in the Act, (y) not adversely
affect the tax-exempt status of the interest, payable on the
Bonds,- and (z) be subject to no Liens prior to the Lien of
the Security Agreement, other than Permitted Encumbrances.

The Set Proceeds of any award, in any Condemnation proceeding
shall be paid to and held by the Bank in a special account. The
Bank, upon receipt of a certificate of the Authorized
Representative of the Company that payments are required for
such purpose, shall apply so much as may be necessary of such
Net Proceeds to the. payment of the costs of the restoration of
the Facility or the acquisition of Substitute Facilities, either
on completion thereof or as the restoration or acquisition
progresses, at the option of the Company.

In the event such Met Proceeds of any Condemnation award are
not sufficient to pay in full the costs of such restoration of
the Facility or such acquisition of Substitute Facilities, the
Company shall nonetheless complete such restoration or
acquisition and shall pay from its own moneys that portion of
the costs thereof in excess of such Net Proceeds.
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The Facility, as so restored, or the Substitute Facilities,
whether or not requiring the expenditure of the Company's own
moneys, shall automatically become part of the Facility as if
the same were specifically described herein.

Any balance of such Met Proceeds of any Condemnation award
remaining after payment of all costs of such restoration or
acquisition shall be used to prepay the Bonds in accordance with
the prepayment provisions specified in Section 4.1(f) of the
Bond Purchase Agreement.

(b) The Company shall not be obligated to restore the
Facility or acquire Substitute Facilities, and the Net Proceeds
of any Condemnation award shall not be applied as provided-in
Section 7.2(a), if :

(i) the Company shall exercise its option to terminate
this Agreement pursuant to Section 11.1 hereof, or

(ii) an Event of Default under Section 10.1 hereof shall
have occurred and shall have continued for 30 days.

If any event specified in this Section 7.2(b) shall occur,
the Net Proceeds of any Condemnation award shall be paid to the
Bank which shall:

(x) apply such Net Proceeds to the payment of the
amounts required to be paid by Section 11.2(a) hereof, if
the Company shall have exercised its option to terminate
this Agreement pursuant to Section 11.1 hereof, or

(y) apply such Net Proceeds to the payment of the
amounts required to be paid by Section 10.2 hereof, if an
Event of Default shall have occurred and shall have
continued for 30 days.

(c) If the Bonds and interest thereon have been fully paid,
all such Net Proceeds shall be paid to the Company for its
corporate purposes.

(d) The Issuer shall cooperate fully with the Company in the
handling and conduct of any Condemnation proceeding with respect
to the Facility. In no event shall the Issuer voluntarily
settle, or consent to the settlement of, any Condemnation
proceeding with respect to the Facility without the written
consent of the Company.

Section 7.3. Condemnation of Cojnpanx-Owned ££2££££J.* Tne

Company shall be entitled to the proceeds of any Condemnation
award or portion thereof made for damage to or taking of any
Property which, at the time of such damage or taking, is not
part of the Facility..



RETICLE VIII

SPECIAL COVES ANTS

Section 8.1 No Warranty of Condition or Sulfeajbillj^ bx the
Issuer.. THE ISSUES HAKES NO WARRANTY, EITHER EXPRESS OR
IMPLIED, AS TO THE CONDITION, TITLE, DESIGN, OPERATION,
MERCHANTABILITY OH FITNESS OF THE FACILITY OR THAT IT IS OR WILL
BE SUITABLE FOR THE COMPANY'S PURPOSES OR NEEDS.

Section 8.2. Hold Ha-Emless Provisions. The Company hereby
releases the Issuer from, agrees that the Issuer shall not be
liable for and agrees to indemnify and hold the Issuer harmless
from and against any and all (i) liability for loss or damage to
Property or injury to or death of any and all persons that may
be occasioned by any cause whatsoever pertaining to the Facility
or arising by reason of or in connection with the occupation or
the use thereof or the presence on, in or about the Facility or
(ii) liability arising from or expense incurred by the Issuer's
financing, renovation, owning and leasing of the Facility,
including without limiting the generality of the foregoing, all
claims arising from (x) the acquisition of title by the Issuer
to the Facility or (y) the exercise by the Company of the
authority conferred upon it pursuant to Section 4.1(e) of this
Agreement, and all causes of action and attorneys' fees and any
other expenses incurred in defending any suits or actions which
may arise as a result of any of the foregoing, provided that any
such losses, damages, liabilities or expenses of the Issuer are
not incurred or do not result from the intentional or willful
wrongdoing of the Issuer or any of .its members, agents or
employees. '

Section 8.3. RigJli to JnsEecJt £he Facility.. The Issuer,
the Bank and the duly authorized agents of either of them shall
have the eight at all reasonable times to inspect the Facility.

Section 8.U.. Sale of Assets or. lerjjejr. Neither the Company
nor any Subsidiary will, except upon the consent of the Bank,
which consent shall not be unreasonably withheld:

(a) sell, lease, transfer or otherwise dispose of any
of its Properties except in the ordinary course of business;
or • '

(b) consolidate with or merge into any other Person or
permit any other Person to consolidate with or merge into it
(except that a Subsidiary may consolidate with or merge into
the Company or another Subsidiary).
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Section '8.5. Qualification is the Sjtate. Throughout the
Lease Term, the Company shall continue to be duly authorized to
do business in the State.

Section 8.6. Jta£ee«ervt to Provide Inforj.aij.oa. The Company
agrees, whenever requested by the Issuer or the Bank, to provide
and certify or cause to be provided and certified such
information concerning the Company, its finances, and other
topics as the Issuer or the Bank from time to time reasonably
considers necessary or appropriate, including, but not limited
to, such information as to enable it to make any reports
required by law, governmental regulation, the Security
Agreement, the Assignment, or the Bond Purchase Agreement.

Section 8.7. Books of Record.- and jLccountj £inancial
Statements. The Company agrees to maintain proper accounts,
records and books in which full and correct entries shall be
made, in accordance with generally accepted accounting
principles, of all business and affairs of the Company, which
accounts, books and records may be consolidated for accounting
purposes with the accounts, books and records of Genesee and
Wyoming Industries, Inc. and its other Subsidiaries.

Section 8.8. Compliance With Orders, Osd^nances, Etc. (a)
The Company agrees that it will, throughout the Lease Term,
promptly comply with all statutes, codes, laws, acts,
ordinances, orders, judgments, decrees, injunctions, rules,
regulations, permits, licenses, authorizations, directions and
requirements of all federal, state, county, municipal and other
governments, departments, commissions, boards, companies or
associations insuring the premises,/ courts, authorities,
officials and officers, foreseen or unforeseen, ordinary or
extraordinary, which now or at any time hereafter may be
applicable to the Facility or any part thereof, or to any use,
manner of use or condition of the Facility or any part thereof.

(b) Notwithstanding the provisions of subsection (a) of this
Section 8.8, the Company may in good faith contest the validity
or the applicability of any requirement of the nature referred
to in such subsection (a). In such event, the Company may fail
to comply with the requirement or requirements so contested
during the period of such contest and any appeal therefrom,
unless the Issuer or the Bank shall notify the Company that by
failure to comply with such requirement or requirements the Lien
of the Security Agreement as to any part of the Facility may be
materially endangered or the Facility or any part thereof may be
subject to loss or forfeiture, in which event the Company shall
promptly take such action with respect thereto as shall be
satisfactory to the Bank.
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Sec-tion 8.9. Discharge o£ Liens a,nd Eiicjuinbr.ajices. (a) The
Company shall not permit or create or suffer to be permitted or
created any Lien, except for Permitted Encumbrancest. upon the
Facility or any part thereof by reason of any labor, services or
materials rendered or supplied or claimed to be rendered or
supplied with respect to the Facility or any part thereof.

(b) Sotwithstanding the provisions of subsection (a) of this
Section 8.9, the Company may in good faith contest any such
Lien. In such event, the Company may permit the items so
contested to remain undischarged and unsatisfied during the
period of such contest and any appeal therefrom, unless the
Issuer shall notify the Company that by nonpayment of any such
item or items the Lien of the Security Agreement may be
materially endangered or the Facility or any part thereof may be
subject to loss or forfeiture, in which event the Company shall
promptly secure payment of all such unpaid items by filing the
requisite bond, thereby causing such Lien to be removed.

Section 8.10. Identification of Ero£ejrt£. All Property
which is or may become the property of the Issuer pursuant to
the provisions of this Agreement shall be properly identified by
the Compariy by such appropriate records, including computerized
records, as shall be selected by the Company.

Section 8.11. Tax Covenant. The Company further covenants
and agrees to fully comply, during the term of this Agreement,
with all effective rules, rulings or regulations promulgated by
the Department of Treasury or the Internal Revenue Service with
respect to bonds issued under said Section 103(b)(6)(A) of the
Code so as to maintain the tax-exempt status of the interest on
the Bonds.

Section,. 8.12. DgBEgciation M.ductiorjs arid, Investmgnt Tax
Credit. The parties agree that as between them the Company
shall be entitled to all depreciation deductions with respect to
any depreciable property in the Facility pursuant to Section 167
of the Code and to any investment credit pursuant to Section 38
of the Code with respect to any portion of the Facility which
constitutes "Section 38 Property".

Section 8.13. '• Coyenanjfe against Arbitrage Bonds.
Notwithstanding any other provision of this Agreement, so long
as any of the Bonds shall be outstanding, neither the Issuer nor
the Company . shall use, or permit the use of, the proceeds of any
Bonds or any other moneys within their respective control
(including without limitation the proceeds of any insurance or
any Condemnation award with respect to 'the Facility) which, if
such use had been reasonably expected on the date of issue of
such Bonds, would cause such Bonds to be "arbitrage bonds"
within the meaning of such quoted term in Section 103(c) of the
Code. ' . '
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ARTICLE IX

ASSIGNMENTS A?fD SUBLEASING;
PLEDGE OF IHTEBESTS

Section 9.1. Restriction on Salg o{ Facility . Except as
otherwise specifically provided in this Article IX and in
Article X hereof, the Issuer shall not sell, convey, transfer,
encumber or otherwise dispose of the Facility or any part
thereof or any of its rights under this Agreement, without the
prior written consent of the Company and the Bank.

Section 9.2. Removal Q£ £orti.ons of ttie Facility,.. . (a) The
Issuer shall not be under any obligation to remove, repair or
replace any inadequate, obsolete, worn out, unsuitable,
undesirable or unnecessary item of the Facility. In any
instance where the Company determines that any immaterial item
of the Facility has become inadequate, obsolete, worn out,
unsuitable, undesirable or unnecessary, the Company may remove
such item and sell, trade-in, exchange or otherwise dispose of
the same, as a whole or in part, free from the Lien of the
Security Agreement, provided that:

(1) such removal will not materially impair the
efficient operation of the Facility for the purpose for
which it is intended, and

(2) the Company shall either

(a) substitute for such removed item other related
property having equal or greater value in the operation
of the Facility (but not necessarily having the same
function) all of which substituted related property
shall be free of all 'Liens, other than Permitted
Encumbrances, and shall become a part of the Facility;
or . :

(b) not make any such substitution provided Ci)
that in the case of the sale of any such item (other
than to itself) or in the case of the scrapping
thereof, the Company shall pay to the Bank the proceeds
from such sale or the scrapping thereof, as the case
may be, or (ii) that in the case of the trade-in- of
such removed item for other related Property not to be
installed in the Facility, the Company shall pay to the
Bank an amount of money equal to the credit received by
it in such trade-in, or (iii) that in the case of the
sale of any such removed item to the Company or in the
case of any other disposition thereof, the Company
shall pay to the Bank an amount of money equal to its
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to the effecting of such sublease or lease, together with
interest thereon at the Bond Rate plus one per centum (1%) per
annum, notwithstanding that this Agreement may have been
terminated pursuant to Section 10.2(a)(3) hereof.

(c) Any sums payable to the Issuer as a consequence of any
action taken pursuant to Section 10.2 shall be paid to the Bank
pursuant to the Assignment and shall be applied to the payment
of the Bonds.

(d) lo action taken pursuant to this Section 10.2 (including
repossession of the Facility) shall relieve the Company from its
obligation to make all payments required by Section 5.3 hereof.

Section 10.3, Remedies Cumulative. No remedy herein
conferred upon or reserved to the Issuer or the Bank is intended
to be exclusive of any other available remedy, but each and
every such remedy shall be cumulative and in addition to every
other remedy given under this Agreement or now or hereafter
existing at law or in equity. No delay or omission to exercise
any right or power accruing upon any default shall impair any
such right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time
to time and as often as may be deemed expedient. In order to
entitle the Issuer or the Bank to exercise any remedy reserved
to it in this Article X, it shall not be necessary to give any
notice, other than such notice as may be herein expressly
required in this Agreement.

Section 10.4. Agrgement t o . • Pay. Attorjvev.2,1 Z
In the event the Company should default under- any of

the provisions of this Agreement and the Issuer or the Bank
(pursuant to the Assignment) should employ attorneys or incur
other expenses for the collection of amounts payable hereunder
or the enforcement of performance or observance of any
obligations or agreements on the part of the Company herein
contained, the Company shall, on demand therefor, pay to the
Issuer and the Bank the reasonable fees of such attorneys and
such other expenses so incurred.

Section 10.5. No Additional Waiver Implied by. 'One Waiver.
In the event any agreement contained herein should be breached
by either party and thereafter waived by the other party, such
waiver shall be limited to the particular breach so waived and
shall not be deemed to waive any other breach hereunder.



ABTICLE X

EVERTS OF DEFAULT AND REMEDIES

Section 10.1. Events of Default Defined. (a) The following
shall be "Events of Default* under this Agreement and the terms
"Event of Default" or "Default" shall mean, whenever they are
used in this Agreement, any one or more of the following events:

(1) The failure by the Company to pay or cause to be
paid, (i) at the times required, that portion of the amounts
specified to be paid pursuant to Section 5.3(a) hereof, to
be applied to payment of interest on the Bonds or <ii) at
the tines required, that portion of the amounts specified to
be paid pursuant to Section 5.3(a) hereof to be applied to
the payment of principal on the Bonds, or (iii) at the times
required, any aaount required to be paid pursuant to Section
5.3(b) hereof or pursuant to the Bond Purchase Agreement;

(2) The failure by the Company to observe and perform
any covenant contained in Section 8.4 hereof;

(3) The failure by the Company to observe and perform
any covenant, condition or agreement under the Bond Purchase
Agreement, the Acceptance, the Bonds or hereunder on its
part to be observed or performed (except obligations
referred to in Sections 10.1(a){1) and (2) hereof) for a
period of thirty (30) days after written notice specifying
such failure and requesting that it be remedied, given to
the Company by the Issuer or the Bank;

(4) Any warranty, representation or other statement by
or on behalf of the Company contained in this Agreement or
the Bond Purchase Agreement, or in any instrument furnished
in compliance with or in reference to this Agreement or the
Bond Purchase Agreement or in connection with the issuance
of the Bonds, shall have been false or misleading in any
material respect when made; or

(5) With respect to either of the Guarantors in the
Guaranty, the occurrence of any of the following events:

(i) The failure by either of the Guarantors to
perform or observe any covenant contained in Sections 1
or 2 of the Guaranty;

(ii) The failure by either of the Guarantors to
comply with any other provision of the Guaranty, and
such failure continues for more than thirty (30) days
after the earlier of knowledge by either of the
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Guarantors or written notice of such failure has been
given to either of the Guarantors;

(iii) Any warranty, representation or other statement
•by or on behalf of either of the Guarantors contained
in the Guaranty or in. any instrument furnished in
connection with the Guaranty shall have been false or
misleading in any material respect when made;

(6) The occurrence of an Event of Default under the
Bond Purchase Agreement.

(b) notwithstanding the provisions of Section 10.1(a), if by
reason of force majeure either party hereto shall be unable in
whole or in part to carry out its obligations under this
Agreement and if such party shall give notice and. full
particulars of such force majeure in writing to the other party
and to the Bank within a reasonable time after the occurrence of
the event or cause relied upon, the obligations under this
Agreement of the party giving such notice so far as they are
affected by such force majeure, shall be suspended during the
continuance of the inability, which shall include a reasonable
time for the removal of the effect thereof. The suspension of
such obligations for such period pursuant to this subsection (b)
shall not be deemed an Event of Default under this Section
10.1. Notwithstanding anything to the contrary in this
subsection (b), an event of force majeure shall not excuse,
delay or in any way diminish the obligations of the Company to
sake the payments required by Section 5.3 and Section 6.3
hereof/ to obtain and continue in full force and effect the
insurance required by Section 6.4 hereof, to provide the
indemnity required by Section 8.2 hereof, or to make any
payments required pursuant to the Bond Purchase Agreement, nor
shall it relieve the Guarantors from making any payment under
the Guaranty. The term "force majeure" as used herein shall
include, without limitation, acts of God, strikes, lockouts or
other industrial disturbances, acts of public enemies, orders of
any kind of the government of the United States of America or of
the State or any of their departments, agencies, governmental
subdivisions, or officials, or any civil or military authority,
insurrections, riots, epidemics/ landslides, lightning,
earthquakes, fire, hurricanes, storms, floods, washouts,
droughts, arrests, restraint of government and people, civil
disturbances, explosions, breakage or accident to machinery,
transmission pipes or canals, partial or entire failure of
utilities, or any other cause or event not reasonably within the
control of the party claiming such inability. It is agreed that
the settlement of strikes, lockouts and other industrial
disturbances shall be entirely within the discretion of the
party having difficulty, and the party having difficulty shall
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not be required to settle any stride, lockout and other
industrial disturbances by acceding to the demands of the
opposing party or parties.

Section 10.2. Bea>gdj,es 03 Default. (a) Whenever any Event
of Default shall have occurred and be continuing, the Issuer
upon direction of the Bank or the Bank may, to the extent
permitted by law, take any one or more of the following remedial
steps:

(1) Declare, by written notice to the Company, to be
immediately due and payable, whereupon the same shall become
immediately due and payable: (i) all unpaid installments of
rent payable pursuant to Section 5.3{a) hereof in an amount
equal to the amount required to be paid pursuant to Section
10.2 of the Bond Purchase Agreement, and (ii) all other
payments due under this Agreement.

(2) Take possession of the Facility without terminating
this Agreement and without being liable for any prosecution
or damages therefor, and sublease the Facility for the
account of the- Company, holding the Company liable for the
amount, if any, by which the aggregate of the rents and
other amounts payable by the Company hereunder exceeds the
aggregate of the rents and other amounts received from the
sublessee under such sublease.

(3> Terminate the Lease Term and all rights of the
Company under this Agreement and, without being liable for
any prosecution or damages therefor, exclude the Company
from possession of the Facility and use its best efforts to
lease the Facility to another Person for the account of the
Company, holding the Company liable for the amount, if any,
by which the aggregate of the rents and other amounts
payable by the Company hereunder exceeds the aggregate of
the rents and other amounts received from such.other Person
under the new lease.

(4) Take any other action at law or in equity which may
appear necessary or desirable to collect the payments then
due or thereafter to become due hereunder, to secure
possession of the Facility, and to enforce the obligations,
agreements or covenants of the Company under this Agreement.

(b) In the event the Facility is subleased or leased to
another Person pursuant to Section 10.2(a)(2) or (3) hereof, the
Issuer may (but shall be under no obligation to) make such
repairs or alterations in or to the Facility as it may deem
necessary or desirable for the implementation of such sublease
or lease, and the Company shall be liable and agrees to pay the
costs of such repairs or alterations and the expenses incidental
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ARTICLE XI

EARLY TERHISATIQI OF AGREEMENT; OPTIONS IN FAVOR OF COMPANY

Section 11.1. EjL£ll Termination of Ag.reejent. (a) If any
of the following events shall occur, the Company shall have the
option to terminate this Agreement prior to the termination date
specified in Section 5,2 hereof upon compliance with the
requirements set forth in Section 11.2 hereof:

(i) The Facility shall have been damaged or destroyed to
such extent that, (a) the Facility cannot be reasonably
restored within a period of four (U) consecutive months
after such damage or destruction to the condition thereof
immediately preceding such damage or destruction, or (b) the
Company is thereby prevented or in the opinion of an
Authorized Representative of the Company and of an
Independent Engineer (in each case expressed in a
certificate filed with the Issuer and the Bank within sixty
(60) days after such damage or destruction), is reasonably
expected to be thereby prevented from carrying on its normal
operations with the Facility for a period of four (U)
consecutive months after such damage or destruction, or (c)
in the opinion of an Authorized Representative of the
Company and of an Independent Engineer (in each case
expressed in a certificate filed with the Issuer and the
Bank within sixty (60) days after such damage or
destruction), the cost of restoration of the Facility would
exceed the Met Proceeds of insurance carried thereon, plus
the amount for which the Company , is self-insured as the
result of permitted deductible amounts under Section 6.5
hereof; or

(ii) Title to, or the use of, all or any part of the
Facility shall have been taken by Condemnation so that the
Company is thereby prevented, or, in the opinion of an
Authorized Representative of the Company and of an
Independent Engineer (in each case expressed in a
certificate filed with the Issuer and the Bank within sixty
(60) days after the date of such taking), is reasonably
expected to be thereby prevented from carrying on its normal
operations with the Facility for a period of four (4)
consecutive months after such taking; or

(iii) Adverse changes in the economic availability of raw
materials, operating supplies, energy or facilities
necessary to operate the Facility or technological or other
changes shall have occurred which take the continued
operation of the Facility uneconomical; provided, however,
that the Company provides the Issuer and the Bank a
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certified resolution of the Board of Directors of the
Company to the effect that, for one of the foregoing
reasons, the Company has decided to abandon the Project.

(b). The Company shall have an additional option, in its sole
discretion, to terminate this Agreement on or after January 1,
1986 prior to the termination date specified in Section 5.2
hereof upon filing with the Issuer and the Bank a certificate
signed by an Authorized Representative of the Company stating
the Company's intention to do so pursuant to this Section
11.Kb) and stating the Company's intention to cause the Bonds
to be redeemed as a whole pursuant to Section U.1(b) of the Bond
Purchase Agreement and upon compliance with the requirements set
forth in Section 11.2 hereof.

(c) Following the occurrence of an Event of Taxability, as
defined in the Bond Purchase Agreement, the Company shall have
an additional option, in its sole discretion, to terminate this
Agreement prior to the termination date specified in Section 5.2
hereof upon filing with the Issuer and the Bank a certificate
signed by an Authorized Representative of the Company stating
the Company's intention to do so pursuant to this Section
11.1(c) and stating the Company's intention .to cause the Bonds
to be redeemed as a whole, pursuant to Section 4.1(d) of the
Bond Purchase Agreement and upon compliance with the
requirements of Section 11.2 hereof.

Section 11.2. Conditions jto Early. Termination of
Agreement. In the event the Company exercises its option to
terminate this Agreement in accordance with any provision of
Section 11.1 hereof, the Company shall comply with the
requirements set forth in the following three subsections:

(a) The following payments shall be made:

(i) To the Bank for the account of the Issuer: an amount
certified by the Bank which, when added to the total amount
on deposit with the Bank for the account of the Issuer and
the Company and available for such purpose, will be
sufficient (x) to pay the amount required by Section 4.1(e)
of the Bond Purchase Agreement, if such termination is
pursuant to Section 11.1(a) hereof, or (y) to redeem at the
price set forth in Section U.1(b) of the Bond Purchase
Agreement, at the earliest possible date in accordance with
the provisions of Section 4.Kb) of the Bond Purchase
Agreement, all of the then outstanding Bonds, together with
all interest on such Bonds which will accrue to such
redemption date, if such termination is pursuant to Section
11.Kb) hereof; or (z) to pay the amount required by Section
U.Kd) of the Bond Purchase Agreement, if such termination
is pursuant to Section 11.Kc) hereof.
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(ii) To the Issuer: an amount certified by the Issuer
sufficient to pay all unpaid fees and expenses of the Issuer
incurred under this Agreement and the Security Agreement; and

(iii) To the appropriate Person: an amount sufficient to
pay all other obligations, fees, expenses or charges, if
any, due and payable or to become due and payable under this
Agreement, the Bond Purchase Agreement and the Security
Agreement and not otherwise paid or provided for.

(b) The Company shall cause to be delivered the notice
required by Section 4.2 of the Bond Purhcase Agreement.

(c) Arrangements shall be made, satisfactory to the Bank,
for the payment or redemption of all of the then outstanding
Bonds.

Section 11.3. OBtign £o Purchase IlSJJLilX • Upon
termination of the Lease Term in accordance with Section 5.2 or
Section 11.1 hereof, the Company may purchase the Facility from
the Issuer for the purchase price of One Dollar ($1.00). The
Company shall exercise its option to purchase by giving written
notice to the Issuer and to the Bank (which may be contained in
a certificate referred to in Section 11.2 hereof) (i) declaring
the Company's election to purchase, and (ii) fixing the date of
closing such purchase, which shall be the date on which this
Agreement is to be terminated.

Section 11. U. . Co_nvexinc-g P.H Exercise of: Option • to
Purchase. At the closing of any purchase of the Facility
pursuant to Section 11.3 hereof, the Issuer shall, upon receipt
of the purchase price, deliver and direct the Bank to deliver to
the Company all necessary documents (a) to convey to the Company
good and marketable title to the Property being purchased, as
such Property exists, subject only to the following: (i) any
Liens to which title to such Property was subject when conveyed
to the Issuer, (ii) any Liens created at the request of the
Company or to the creation of which the Company consented or in
the creation of which the Company acquiesced, (iii) any
Permitted Encumbrances (other than the Lien of the Security
Agreement), and (iv) any Liens resulting from the failure of the
Company to perfora or observe any of the agreements on its part
contained in this Agreement, and (b) to release and convey to
the Company all of the Issuer's rights and interest in and to
any rights of action or any Net Proceeds of insurance or
Condemnation awards with respect to the Facility.
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Section 11.5. ftigunAs lemainirig on .Deposit with the Bank
Payment of BoM§» After payment in fall of the Bonds and

the interest thereon and payment of all fees, charges, expenses
and other amounts required to be paid under this Agreement, the
Bond Purchase Agreement and the Security Agreement, all amounts
on deposit with the Bank for the account of the Issuer and the
Company under this Agreement, the Bond Purchase Agreement and
the Security Agreement, if any, shall belong to and, at the
request of the Company, shall be paid to the Company by the Bank,
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ARTICLE XII

HISCEILAHEODS

Section 12.1. Surrender of Facility. Except as otherwise
expressly provided in this Agreement, at the termination of the
Lease Term the Company shall surrender possession of the
Facility peaceably and promptly to the Issuer in as good
condition as at the commencement of the Lease Term, loss by fire
or other casualty covered by insurance, Condemnation and
ordinary wear, tear and obsolescence only excepted.

Section 12.2. Kotices. All notices, certificates and other
communications hereander shall be in writing and shall be
sufficiently given and shall be deemed given when delivered and,
if delivered by mail, shall be sent by registered mail, postage
prepaid, addressed as follows:

To the Issuer:

To the Company

Livingston County Industrial
Development Agency

106 Hain Street
«t. Morris, New York 14510

Genesee and Wyoming Railroad Company
3846 Retsof Road
letsof. Hew York 14539

President

To the Bank: Chemical Bank, Rochester, Commercial District
800 First Federal Plaza.
Rochester, New York 14614
Attentiont Account Officer, Genesee and

Wyoming Railroad Company

A duplicate copy of each notice, certificate and other
communication given hereunder by either the Issuer or the
Company to the other shall also be given to the Bank and to
Genesee and Wyoming Industries, Inc. at 71 Lewis Street,
Greenwich, Connecticut 06830, Attention: Treasurer. The
Issuer, the Guarantors and the Bank may, by notice given
hereunder, designate any further or different addresses to which
subsequent notices, certificates and other communications shall
be sent.

Section 12.3. Binding, Effect. This Agreement shall inure
to the benefit of and shall be binding upon the Issuer, the
Company and their respective successors and assigns.

Section 12.4. Severabilj.t^. In the event any provision of
this Agreement shall be held invalid or unenforceable by any
court of competent jurisdiction, such holding shall not
invalidate or render unenforceable any other provision hereof.

- 39 -



Section 12.5. Amendments* Changeg and Fod^fications. This
Agreement may not be amended, changed, modified, altered or
terminated without the concurring written consent of the Bank.

Section 12.6. Execut^Qfl 2.1*. Counterparts. This Agreement
may be executed in several counterparts, each of which shall be
an original and all of which shall constitute but one and the
same instrument.

Section 12.7. Applicable J,aw. This Agreement shall be
governed exclusively by the applicable laws of the State.

Section 12.8. Rec^rdin.g, and. Filing. (a) This Agreement,
the Assignment, the Bond Purchase Agreement and the Security
Agreement and, to the extent provided by law, financing
statements perfecting the security interest of the Issuer in the
Facility and in all amounts payable hereunder shall be recorded
or filed, as the case nay be, in the Office of the Clerk of
Livingston County, Sew York, and the Office of the Commissioner
of the United States Interstate Commerce Commission, or in such
other office as may at the time be provided by law as the proper
place for the recordation or filing thereof.

(b) Upon completion of the Facility, the Company shall
prepare a schedule listing all items constituting the Facility
not previously described in this Agreement. If requested by the
Issuer or the Bank, the Company shall thereafter furnish to the
Issuer and the Bank, within sixty (60) days after the end of
each calendar year, a schedule listing all items of the Facility
not theretofore previously described herein.

/
(c) The Issuer and the Company shall execute and deliver all

instruments and shall furnish all information necessary or
appropriate to perfect or protect any security interest created
or contemplated by this Agreement, the Bond Purchase Agreement
and the Security Agreement.

(d) The Issuer and the Company shall execute and deliver all
instruments and shall furnish all information which the Bank may
deem necessary or appropriate to protect any security interest
created or contemplated by this Agreement and/or the Security
Agreement.

Section 12.9. Survival of Obligations. The obligations of
the Company to make the payments required by Sections 5.3(b) and
(c) hereof and to provide the indemnity required by Section 8.2
hereof shall survive the termination of this Agreement and the
full payment of all Bonds.



Section 12.10. Table of Contents and Section Headings not
Controlling* The Table of Contents and the Headings of the
several Sections in this Agreement have been prepared for
convenience of reference only and shall not control, affect the
meaning or be taken as an interpretation of any provision of
this Agreement,

IN WITNESS WHEREOF, the Issuer and the Company have.caused
this Lease Agreement to be executed in their respective
corporate names and their respective corporate seals to be
hereunto affixed and attested by their duly authorized officers,
all as of January 1, 1981.

LIVIRGSTOI COUNTY INDUSTRIAL DEVELOPMENT AGENCY

(SEflLX'1 •' By_
Chairman

Secretary

GENESEE AND WYOMING 8AILROAD COMPANY

{ SEAL)
ATTEST: - • //President

__
Assistant"Secretary



STATE OF NEW YORK )
:

COUHTY OF LIVINGSTON )
ss

On
came
duly sworn,

this 23rd day of January, 1981, before me personally
Austm_D.L._M3rris ___ _, to me known, who, being by me
did depose and say that he resides at 34 Massachusetts
ork ____ • that he is the Chairman of

LIVIMGSTOH COUNTY IMDUSTBI&L DEVELOPMENT AGENCY, the public
benefit corporation of the State of Mew York described in and
which executed the within Lease Agreement; that he knows the
seal of said public benefit corporation; that the seal affixed
to said Lease Agreement is the seal of such public benefit
corporation; that it was so affixed by authority of such public
benefit corporation and that he signed his name thereto by like
authority.

Notary Public.

KATHLEtN ?.. PLANE

Qualified in Livines-nr, rVi"nf"
My Connvifc:i.->,i c»wi,t::, ;,ia.di 30 :w



STATE OF NEW Y O R K )

C O U N T Y OF VJ/km^ ..... • )

On
came

being
at • .̂'/

,,, .
this .6. 'f

by me duly sworn

day . of. January, 1981, before me personally
^&~ _ ' ......... • to m® personally Known, who,

did depose and say tna_t he resides
"* that he is the "fî yf̂ ,̂ °̂

"COMPANY, the corporation described
H ^ - - - - ~ -

WYOMING RAILROAD
executed the within Lease Agreement; that be knows

GENESEE AND
in and which
the seal of said corporation; that the seal affixed to said Lease
Agreement is such corporate seal; that it was so affixed by order
of the Board of Directors of said corporation; and that he signed
his name thereto by like order.

u.tfMCdU ;/

Notary Public

WALLACE ¥. t
ITTARV

-.jpiKft î rcti 3d,



EXHIBIT A
to

LEASE AGREEMENT

DESCRIPTION OF EQUIPMENT COLLATERAL

Identifying
Marks and Numbers

Number of Items . Description (both inclusi ye)

1 General Motors EMD796350-1,
EMD MP15DC diesel 6NWR45
locomotive

«

1 General Motors EMD796350-2,
EMD MP1SDC diesel GNWR46
locomotive



ACKNOWLEDGMENT BY LESSEE OF ASSIGNMENT OF
LESSOR'S SIGHTS OIDES LEASE AGREEMENT

The undersigned hereby acknowledges receipt of notice of the
pledge and assignment by Livingston County Industrial
Development Agency (the "Issuer") of its rights and remedies
under a Lease Agreement (the "Agreement"), dated as of January
1, 1981, by and between the Issuer as lessor and the undersigned
as lessee, including the right to collect and receive amounts
payable by the undersigned thereunder (except the moneys due or
to become due to the Issuer for its own account or to the
members, officers, agents and employees of the Issuer for their
own account pursuant to Sections 5.3(b) and 8.2 of the
Agreement), pursuant to a Pledge and Assignment (the
"•Assignment**), dated as of January 1, 1981, by and between the
Issuer and Chemical Bank (the "Bank"). The undersigned,
intending to be legally bound, hereby agrees with the Bank (i)
to pay directly to tae Bank all sums due and to become due from
the undersigned to the Bank under the Agreement, without
set-off, counterclaim or deduction for any reason whatsoever,
(ii) not to seek to recover from the Bank any moneys paid to it
pursuant to the Agreement or the Assignment, (iii) to perfora
for the benefit of the Bank all of the duties and undertakings
of the undersigned under the Agreement, and (iv) that the Bank
shall not be obligated by reason of the Assignment 'or otherwise
to perform or be responsible- for the performance of any of the
duties, .undertakings or obligations of the' Issuer under the
Agreement.

Ill WITNESS WHEREOF, the undersigned has caused this
Acknowledgment to be duly executed as of January 1, 1981.

GESESEE AfFD WYOMING BAILROA/lSlCOfPASY

(SEAL) • By, ^
'President

ATTESTj

Assistant Secretary



STATE OF KEW YORK

CQUHTY OF
SS

On
came
by me

this - • •day of January* '• 1981, before me personally
^, to me personally known, who, being

duly sworn, .did depose and say that he resides at
o-*r ^- . , ; ; that

the 'of
, __ ; __ __ « he is

AND HOMING BAILSOAD COMPANY, the
which executed the above

_ _ _ . . . . . . GEHESEE
corporation described in and
Acknowledgment; that he knows the seal of said corporation? that
the seal affixed to said Acknowledgment is such corporate seal;
that it was so affixed by order of the Board of Directors of said
corporation; and that he signed his name hereto by like order.

Notary Public



(1) the tax-exempt status of the interest on the Bonds
shall not be adversely affected thereby, and

(2) upon any such consolidation, merger or transfer,
the due and punctual performance and observance of all the
agreements and conditions of this Agreement, the Assignment
and the Security Agreement to be kept and performed by the
Issuer shall be expressly assumed in writing by the public
benefit corporation or political subdivision resulting from
such consolidation or surviving such merger or to which the
Facility shall be transferred.

(b) Within thirty (30) days after the consummation of any
such consolidation, merger or transfer of title, the Issuer
shall give notice thereof in reasonable detail to the Company
and the Bank. The Issuer promptly, shall furnish such .additional
information with respect to any such transaction as the Company
or the Bank reasonably may request.
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fair market value at the time of sale or other
disposition. Any moneys paid to the Bank pursuant to
this Section 9.2(a)(2){b) shall be used to prepay the
Bonds in accordance with Section U.Kf) of the Bond
Purchase Agreement.

(b) The Company shall promptly report to the Bank, each such
removal, sale and other disposition of any item having a value
of more than $50,000 and shall promptly make the substitution
required by Section 9.2(a)(2)(a) or shall promptly pay such
amounts as are required to be paid by Section 9.2(a) (2Mb);
provided that no such payment need be made until the amount to
be paid pursuant to Section 9.2(aH2) (b) aggregates at least
$500,000 and thereafter no further payment need be made until
such amount again aggregates at least $500,000. The Issuer
shall execute and deliver, and shall direct the Bank to execute
and deliver, to the Company all instruments necessary or
appropriate to enable the Company to sell or otherwise dispose
of the same free from the Lien of the Security Agreement. The
Company shall pay any costs (including counsel fees) incurred in
transferring title to and releasing from the Lien of the
Security Agreement any item of the Facility removed pursuant to
this Section 9.2.

(c) The removal of any item of Property pursuant to this
Section 9.2 shall not entitle the Company to any abatement or
diminution of the rents payable under Section 5.3 hereof.

Section 9.3. Assignment ajy| Subleasing. (a) This Agreement
may not be assigned in whole or in part ,and the Facility may not
be subleased as a whole or in part by the Company without the
consent of the Issuer and the Bank.

Section 9.4. SecurjLtY Interest ajul Pledge of Issuer':s
Interests to Bank. Pursuant to the Security Agreement and the
Assignment, the Issuer shall (i) grant a security interest in
its interest in the Facility and (ii) pledge and assign certain
of its rights to and interest in amounts payable by the Company
pursuant to Section 5.3 hereof and all other provisions of this
Agreement (except pursuant to Section 5.3(b) and 8.2 hereof), to
the Bank as security for the payment of the principal of,
premium, if any, and interest on the Bonds. The Company hereby
consents to such grant, pledge and assignment by the Issuer.

Section 9.5. Merger of Is.s.u.er;. (a) Nothing contained in
this Agreement shall prevent the consolidation of the Issuer
with, or merger of the Issuer into, or transfer of title to the
Facility as an entirety to, any other public benefit corporation
or political subdivision which has the legal authority to own
and lease the Facility, provided that:
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